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QUESTION 1

A.  Afirm is planning to expand its operations by opening a new branch. This will require

purchasing office equipment and raising funds through issuing ordinary shares and

taking a long-term loan. -

Required:
a. |dentify TWO (2) decisions of financial management involved in the expansion
of new branch.
(2 marks)
b. Determine the roles of finance manager in ensuring the decisions are align
with the company’s objectives.
(3 marks)

SolarTech Solutions Sdn. Bhd. provides the following financial inf_ormation for the year

ended 31 December 2025:

SolarTech Solutions Sdn. Bhd.

Statement of Profit or Loss for the year ended 31 December 2025

RM
Sales (75% on credit) - 10,000,000
Cost of sales {6,200,000)
Gross profit 3,800,000
Operating expenses {1.500.000)
Operating income 2,300,000
Interest (150,000}
Taxes (520,000)
Net income 1,630,000

SolarTech Solutions Sdn. Bhd.
Statement of Financial Position as at 31 December 2025

RM
Assets
Property, plant and equipment 4,800,000
Cash and bank balances 950,000
Trade receivables 780,000
Inventories 1,070,000
Total assets 7,600,000
Liabilities and stockholders’ equity
Trade payables 650,000
Short-term debt 420,000
Long-term borrowings 2,300,000
Retained earnings 1,950,000
Shareholders’ equity 2,280,000
Total liabilities and equity 7.600.000
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Industry average ratios:

Current ratio 3.0x
[nventory turnover ratio 4x
Total asset turnover 2.0%
Debt to equity ratio 85%
Gross profit margin 20%
Return on asset 17%
Return on equity 30%
Note:
Opening inventories was 2 times higher than closing inventories.
Required:.
a. Calculate the relevant ratios for SolarTech Solutions Sdn. Bhd.
(12 marks)

b. . Based on your answer in (a), evaluate the company’s liquidity and leverage ratio.

o (8 marks)

(Total: 25 marks)
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QUESTION 2

a. FreshBite Bakery used 300 packs of flour last year. Due fo expansion and increased
corporate orders, this year's demand is expected to be 2 times higher than last year.
The cost of placing an order is RM180, and the annual holding cost is 10% of the cost
per unit. The supplier takes 5 days to deliver it. The firm operates 360 day per year.

Required:
i. Determine the Economic Order Quantity (EOQ) this year.
(4 marks)
iil. Find the reorder point (ROP) for FreshBite Bakery.
: (2 marks)
b. Tripple A Bhd. plans to issue RM5 million commercial paper for 120 days at a discount

rate of 8% per annum. However, due to bank processing delays, the company only
receives RM4.95 million immediately. In addition, placement and legal costs of
RM75,000 will be incurred.

Required:
Evaluate the effective cost of issuing the commercial paper.
‘ {4 marks}
c.  PixelPlay Studios, a fast-growing video game development company, is planning to

upgrade its game development lab by purchasing new high-performance computers,
The total cost of the computers is RM62,500, but the company plans to finance 80%
of the purchase through a bank loan and use its own funds for the remaining 20%.

The GameBank, offers a 1-year simple interest loan at 10% per annum. The bank also
requires a compensating balance of 20% of the loan amount. PixelPlay Studios
currently has RM10,000 in its bank account that can be used as compensating
balance.

Required:

Calculate the effective cost of borrowing for this loan.
: (5 marks)

(Total: 15 marks)
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QUESTION 3

SkyLogix Sdn. Bhd., a logistics and e-commerce fulfilment company, is considering replacing
its current sorting system with a new automated system on January 2026. The details
information as below:

Existing system

« Original purchase price: RM750,000
» Current age: 4 years (remaining useful life is 3 years)
o Current resale value: RM180,000

New system purchase on January 2026

« Purchase price: RM1,600,000
+ Installation and software integration: RM&0,000
« Additional working capital required: RM50,000

Operating Period: 2026 — 2033

Item {per year) Existing System New System
Revenue generated RM420,000 RM680,000
Maintenance cost RM190,000 RM90,000
Labor cost RM210,000 RM120,000
Depreciation method Straight line Straight line

- December 2033

« Expected salvage value of new system: RM350,000
« Recovery of working capital: RM50,000

Additional Information

« Corporate tax rate: 24%
« Cost of capital: 18%

Required:
a. Calculate the following:
i Initial outlay.
(8 marks)
ii. Annual differential after-tax cash flow.
(8 marks)
iii. Terminal cash flow.
(2 marks)
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iv. Payback period.
(2 marks)

V. Net present value.
(8 marks)

b. Based on answer in part (a) determine whether SkyLogix Sdn. Bhd. should replace
.the new automated system or not. .
(2 marks)

(Total: 30 marks)
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QUESTION 4

A

NeoGrid Solutions Berhad is a renewable energy company planning fo invest in a smart
battery storage facility. The project requires RM18 million, and the finance director has
been asked fo estimate the company’s Weighted Average Cost of Capital (WACC)
before making the investment decision. Below is the financing information:

Bonds

NeoGrid plans to issue 10-year bonds with a par value of RM1,000. The bonds will be
sold at RM940 per bond and carry an annual coupon rate of 8%. Flotation costs are
RM30 per bond. The bonds will be redeemed at RM1,100 at maturity.

Preference Shares
The company's preference shares pay a fixed dividend of 10% on a par value of
RM100Q. They are currently selling at RM115 per share, with flotation costs equal to 5%
of the market price.

Ordinary Shares

NeoGrid’s ordinary shares are trading at RM48 per share. The most recent dividend
was RM3.60, and dividends are expected to grow at 6% per year. The cost of issuing
new ordinary shares is 9% of the current share price.

NeoGrid has RM6 million in retained earnings available for financing.

NeoGrid intends to finance the project using a mix of bonds, preference shares,
ordinary shares, and retained earnings. The target capital structure is as follows:

+ 35% bonds

+ 15% preference shares
o 25% ordinary shares

o 25% retained earnings

The corporate {ax rate is 25%.

Required:
a. Calculate the company’s cost of capital for each of the following:

i. After-tax cost of bonds,

(10 marks)
ii. Cost of preference shares.
(3 marks)
iif. Cost of internal equity. :
: (2 marks)
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iv. Cost of external equity.
(3 marks) -
b. Determine the weighted average of capital (WACC) of NeoGrid Solutions
Berhad.
. (5 marks)
c. Differentiate between business risk and financial risk.
" (2 marks)

MegaTech Berhad, a technology company listed in Malaysia, announced on 1 March
" 2026 that it will pay a dividend of RM0.40 per share. Investors who own the shares by

15 March 2026 are eligible to receive the dividend. The company will finalise the list

of eligible shareholders on 17 March 2026 and make the dividend payment on 31

March 2026.

Required:

llustrate the dividend payment process and its importance to investors.
(5 marks)

(Total: 30 marks)

(TOTAL: 100 MARKS)

END OF QUESTION PAPER
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